


Big Sandy Rural Electric Item 1
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Third Data Request of Commission Staff
December 31, 2004

Witness: Alan Zumstein

Attached are revised Exhibit S, pages 2 and 3 of 4 of the Application. The
revised pages include the following:

1. Adjustment to normalize revenues for Case No. 2004-00468 in
the amount of $948,700 for revenues and purchased power. Both
increased by the same amount.

2. Inserted the PSC tax in the amount of $17,172 to adjust the Actual
Test Year margins to negative ($347,303).

3. The End of Test Year Customer Adjustment changed from $37,763

to the average 13 month amount of $38,614.
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Big Sandy Rural Electric
Statement of Operations, Adjusted
December 31, 2004

Witness: Alan Zumstein

Operating Revenues:
Base rates
Fuel
Other electric revenue

Operating Expenses:
Cost of power:
Base rates
Fuel
Distribution - operations
Distribution - maintenance
Consumer accounts
Customer service
Sales
Administrative and general

Total operating expenses

Depreciation

Taxes - other

Interest on long-term debt
Interest expense - other
Other deductions

Total cost of electric service
Utility operating margins
Nonoperating margins, interest
Nonoperating margins, other

Patronage Capital Credits:
G&T
Other
Net Margins
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Exhibit S

page 2

of 4

Actual Normalized Normalized Proposed Proposed

Test Year Adjustments Test Year Increase Test Year
$14,848,666 $948,700  -$15,797,366 $847,400  $16,644,766
1,351,530 (1,351,530) 0 0
471,211 64,649 535,860 535,860
16,671,407 (338,181) 16,333,226 847,400 17,180,626
10,585,239 948,700 11,533,939 11,533,939
1,362,215 (1,362,215) 0 0
565,608 3,908 569,516 569,516
1,070,737 1,386 1,072,123 1,072,123
691,036 567 691,603 691,603
94,880 312 95,192 95,192
638 0 638 638
1,170,048 (83,300) 1,086,748 1,086,748
15,540,401 (490,642) 15,049,759 0 15,049,759
1,037,868 27,261 1,065,129 1,065,129
17,172 0 17,172 17,172
528,275 51,189 579,464 579,464
29,615 0 29,615 29,615
5,355 (5,356) @)) (1
17,158,686 (417,548) 16,741,138 0 16,741,138
(487,279) 79,367 (407,912) 847,400 439,488
100,134 0 100,134 100,134
(6,347) 0 (6,347) (6,347)
0 0 0
46,189 0 46,189 46,189
($347.303) 379,367 ($267,936) $847,400 $579.464
0.34 0.54 2.00
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Big Sandy Rural Electric Item 2
Case No. 2005-00125 page 1 of 1
Summary Revenue Analysis
December 31, 2004

Witness: Alan Zumstein

The heading for Column F of Big Sandy's summary revenue analysis should
reflect the rates used as approved in Case No. 2004-00468 rather than effective

May 1, 1999.






Big Sandy Rural Electric Cooperative Item 3
Case No. 2005-00125 page 1 of 1
Reconciliation of Rate Base and Capital
December 31, 2004
Witness: Alan Zumstein

Big Sandy has redone the reconciliation, and located the unidentified items. Show
below is the revised reconciliation.

Equity Capitalization, with

G&T capital credits 30,906,634
G&T capital credits (4,961,362)
25,945,272

Reconciling items:
Capital credits from associated organizations

(Allocated but unpaid) (837,221)
Working capital requirements 449,118
Material and supplies 207,429
Prepayments 50,617
Cash (983,881)
Accounts receivable (3,218,744)
M &S (200,594)
Current assets (17,171)
Deferred charges (51,037)
Accumulated operating provisions 659,020
Short term borrowings -
Accounts payable 1,774,748
Consumer deposits 484,190
Accrued expenses 222,920

Net Rate Base 24,484,666

_24,484.666






Big Sandy Rural Electric Item 4
Case No. 2005-00125 page 1 of 1
Third Data Request of Commission Staff
December 31, 2004

Witness: Alan Zumstein

Meters are capitalized along with the associated estimated installation costs at
the time meters are purchased. This assumes meters are purchased and installed
in the normal course of business. However, Big Sandy purchased meters in

bulk for its replacement of meters with Automated Meter Reading (AMR) meters.

Since these meters were not actually installed in the normal course of replacement
and installations, Big Sandy recorded the meters as a deferred debit in Account
No. 186.10, Miscellaneous. Had the AMR's been recorded as normal, there
would have been an entry to debit Account No. 370, Meters and credit to Account
No. 586, Meter Expense for the installation. This would have distorted the

income statement and balance sheet, as the meters were not actually installed.

The Uniform System of Accounts does not specifically address the issue of
meters, but does state for Account No. 186, Miscellaneous Deferred Debits
"This account shall include all debits not elsewhere provided for, such as
miscellaneous work in progress, and unusual or extraordinary expenses, not in
other accounts, which are in process of amortization and items the proper final

disposition of which is uncertain."

Big Sandy believes that the provisions of miscellaneous work in progress and
unusual expenses both apply.
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Big Sandy Rural Electric Cooperative
Third Data Request of the Commission Staff
Case No. 2005-00125

Witness: David Estepp

ltem 5.  In April 2004, Big Sandy RECC's President & General Manager conducted an in-house wage & salary plan.
Mr. Sexton used data complied by KAEC, our statewise association, which includes wage & s
information for all the participating electric cooperatives in the state. Mr. Sexton compared wages & salaries
from other cooperatives of similar size and consumer base.

Mr. Sexton approached NRECA, our national association, about conducting an outside study, but the

cost was going to exceed $18,000. Mr Sexton felt it was in the cooperative best interest to spend that
money on other things.






Big Sandy Rural Electric Item 6
Case No. 2005-00125 page 1 of |
Third Data Request of Commission Staff
December 31, 2004

Witness: Alan Zumstein

Big Sandy is aware that the attorney expenses have not been included for

rate-making purposes in previous cases before this Commission.
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Big Sandy Rural Electric Cooperative
Third Data Request of the Commission Staff
Case No. 2005-00125

Witness: David Estepp
ltem 7(a) The negotiating Committee meeting is not a regularly occuring expense for the board

of directors.

(b) Mr. Sexton's contract, which started in Nov. 2004, is for three(3) years.






Big Sandy Rural Electric Item 8
Case No. 2005-00125 page 1 of 1
Third Data Request of Commission Staff
December 31, 2004

Witness: Alan Zumstein

Big Sandy did not intend for the cost for "Kids Day in the Park" to be included

for rate-making purposes. This expense was overlooked and should have been

removed for rate-making purposes in the Application.






Big Sandy Rural Electric Item 9
Case No. 2005-00125 page 1 of 2
Third Data Request of Commission Staff
December 31, 2004

Witness: Alan Zumstein

a. To arrive at the End of Test Year Customer Adjustment, Big Sandy should
have used the 13 month average, and not the 12 month as submitted in the

Application.

b. The billing analysis would not have changed as a result of using the 13 month
average for End of Test Year Customer Adjustment. The billing analysis would
only use the actual 12 months of the test year.

The updated End of Test year Customer Adjustment for 13 months is attached
to this response.
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Big Sandy Rural Electric Exhibit 1548 2 of 2
End of Test Year Customer Adjustment page 1
December 31, 2004 of 1
Witness: Alan Zumstein
A-1 A-2 LP LPR
Small Large Large
Residential Commercial Power Power

December, 2003 11,598 882 135 13
January 11,594 884 135 13
February 11,613 881 135 13
March 11,597 880 136 13
April 11,586 878 139 13
May 11,613 887 136 13
June 11,609 885 136 13
July 11,637 885 135 13
August 11,635 886 134 14
September 11,617 895 136 14
October 11,659 904 136 14
November 11,672 914 138 14
December 11,679 910 137 14
Average 11.624 890 136 13
Increase 55 20 1 1
Total revenue 9,992,287 985,438 1,871,729 1,459,978
kwh useage 171,619,388 13,679,658 33,190,922 28,467,140
Average per kwh 0.05822 0.07204 0.05639 0.05129
Total billings 139,511 10,689 1,633 161
Average monthly kwh use 1,230 1,280 20,325 176,815
Increase in consumers, times average use,

times average rate, times 12 months,

equals additional revenues 47,272 22,126 13,754 108,818 191,970
Increase in consumers, times average use,

times average cost per kwh purchased,

times 12 months,

equals additional power cost 35,730 13,517 10,734 93,376 153,357
Net increase 38,614
Total cost of power for test year 11,947,454
Kwh purchased 271,482,104
Cost per kwh purchased $0.04401
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Big Sandy Rural Electric Cooperative
Third Data Request of the Commission Staff
Case No. 2005-00125

Witness: David Estepp

ltem 10. Capital Credits

a) As previously stated, it is the goal of Big Sandy RECC to obtain a 25 year cycle for refunding
capital credits to all members. In order to establish a discounting program, there has to be
some cycle to base the discounting on. On November 15, 1996, Big Sandy RECC 's board
of directors approved a policy that allows payment of general capital credits only when certain
financial criteria have been met. The goal is to preserve that long-term financial condition of the
cooperative. With this policy, the board chose a 25 year cycle to retire capital credits. This basis
and a 6% rate for the "Time Value of Money Table", are the factors used in discounting the
estate capital credits. While the idea of paying capital credits on an annual basis is our goal, in
reality, this cannot always be accomplished. We do not feel as if we should abolish our discounting
policy just because we haven't been able to completely obtain our goal.

b) In 1996, Big Sandy RECC re-evaluated our Capital Credit policies. The management and directors
felt it was unfair to the whole membership to refund 100% of the estate capital credits when the rest
of the membership had to wait several years to receive the same benefit. Therefore, we began
discounting estste capital credits as an option to the estates. The estate administrators could choose
to receive a lump-sum discounted payment or wait and receive the full amount over several years.
By putting this discounting option is place, the whole membership is treated more fairly.

¢) NRECA and CFC has recently published a Capital Credits Task Force Report. This is a guide to
help distribution cooperatives make decisions about capital credit policies and procedures.

Our original copy is enclosed with our response.
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Big Sandy Rural Electric Cooperative
Third Data Request of the Commission Staff
Case No. 2005-00125

Witness: David Estepp

ltem 11. Financial Forcast
a) The last financial forcast was prepared on February 21, 2004.

b) Usually, these forcasts are prepared in conjunction with an RUS loan application, which is generaily
every 3-4 years.

¢) The entire financial forcast is attached to this response. The 5 year financial plan is part of the 10 year
plan, the only difference between the two plans is that the 5 year plan is more comprehensive
due to the fact that revenue, operating expenses, capital expenditures and debt requirements are more
accurately identified and projected. This financial forcast is used exclusively by RUS and CFC in
preparing a loan application. The other financial planning performed by Big Sandy RECCis a
work plan that identifies major construction projects needed for reliability and future expansion. Big
Sandy RECC is currently working on a new work plan that will be effective in 2006.
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Big Sandy Rural Electric Cooperative
Third Data Request of the Commission Staff
Case No. 2005-00125

Witness: David Estepp

ftem 12. AMR Project

a) As preiously provided in our spreadsheets, Big Sandy RECC plans on completing
its AMR project in 2007.

b) 1. There are $75,000 in estimated savings due to the AMR program, however,
this system requires daily management, which will be provided by an
existing employee for and estimated 4 hours per day. The rest of this
person's time will be used in other places.

2. The ARM system demands that someone add, delete and modify meters
daily. Other functions include programming and maintenance of office
and field equipment. These functions will be performed by an existing
employee who will split his time between the ARM project and other office
duties.
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Third Data Request of Comimission Staff
December 31, 2004

Witness: Alan Zumstein

The entire portion of the §5,966 applies to the curreat case for work performed

during 2004 to get preliminary information for schedules and adjustments.



